If workers can choose between permanent and flexible contracts, compensating wage differentials should arise to equalize on-the-job utility in the two types of contracts. Estimating job satisfaction using the British Household Panel Survey shows that agency and casual contracts are associated with routinely lower satisfaction. This results because the low job satisfaction associated with less job security is not offset by higher compensation or other job characteristics. Job security is sufficiently important that holding constant this one facet of satisfaction eliminates the overall gap in job satisfaction between flexible and permanent contracts.
INTRODUCTION
This paper estimates the influence of flexible --more contingent --employment contracts on the job satisfaction of British workers. Flexible employment contracts have become increasingly prevalent among OECD countries (Mangan 2000) . 1 This increasing prevalence reflects changes in labour market regulation, technological change and increasing female labour force participation. While some observers may characterize flexible contracts as wholly beneficial or detrimental for employees, a balanced reading presents mixed consequences. For instance, flexible employment contracts are associated with lower levels of employer provided training (Arulampalam and Booth, 1998, Draca and , higher risk of social exclusion for men (Addio and Rosholm, 2005) , lower wages in the UK (Booth et al, 2002 ) and increased job insecurity (Blanchard and Landier, 2002) . At the same time, flexible employment contracts are associated with higher rates of entry into permanent employment (when compared to unemployed job search) both in general (Guell and Petrongolo, 2001) , and via promotion within the firm (Green and Leeves, 2004) . In addition, increased employment flexibility may lead to overall higher employment and participation rates (Lazear, 1990) and this may reflect the appeal of more contingent employment to workers who desire flexible schedules (Morris and Vekker 2001) .
We examine job satisfaction to summarize these potentially conflicting outcomes. Hamermesh (2004) emphasizes that economists studying job satisfaction should attempt to test theoretical predictions about worker behaviour and/or labour market functioning. In taking this call seriously, we note that at its best job satisfaction approaches a measure of on-the-job utility. As Hamermesh (2001, p. 2) puts it, job satisfaction is the only measure "that might be viewed as reflecting how (workers) react to the entire panoply of job characteristics" and as such "it can be viewed as a single metric that allows the worker to compare the current job to other labour market opportunities." Thus job satisfaction measures allow a summary worker evaluation of the consequences of flexible employment contracts.
2
Despite this strong appeal, there have been relatively few previous examinations by economists. Those that do exist suggest that flexible employment contracts are associated with dramatically lower levels of job satisfaction. 3 Yet, because these studies do not focus primarily on the relationship between flexible contracts and job satisfaction, there remains substantial scope for further study. First, flexible working contracts cover a variety of employment contracts, such as seasonal work, fixed term contracts, agency temping and casual employment. Existing evidence by economists on job satisfaction has aggregated, and so eliminated, these differences. Second, workers are likely to sort, and be sorted, across employment contract types. Existing research has not controlled for unobservable differences between workers on flexible and permanent employment contracts. Third, the separate dimensions of job satisfaction have not been explored to determine which characteristics of flexible contract jobs reduce satisfaction. It may be that the work is less interesting itself, or that it pays poorly or that there is little job security or that it involves too few or too many hours. It may be some combination of these.
This paper provides detailed evidence on the relationship between a variety of disaggregated flexible employment contracts and job satisfaction. This is provided across a range of dimensions of job satisfaction: job security, pay, hours and the nature of the work itself. Moreover, by estimating a fixed effects ordered probit on our panel, we provide the first estimates of flexible work's influence on job satisfaction that are robust to sorting across employment contracts.
In what follows, the next section assumes flexible and traditional contracts are offered in the same labor market as a device to make predictions about the relationship between flexible contracts and job satisfaction. The third section presents our data and testing methodology. The fourth section presents the initial results followed by more detail and further estimates in the fifth section. The sixth section concludes.
FLEXIBILITY AND JOB SATISFACTION
The basic economics of flexibility focuses on the coordination of worker effort. Deardorff and Stafford (1976) make clear that both firms and workers have preferences over the direction of this effort. The firm prefers that workers be flexible allowing it to coordinate effort across workers in the cheapest fashion (for example having all workers show up for the same scheduled shift with on call workers to fill absences). On the other hand, workers prefer that the firm be flexible allowing them to work when it best fits their schedules (yields the most utility). Indeed, the term flexibility has actually been used to characterize both of these extremes in the contract. Thus, when the firm is being flexible it is often identified as providing a family friendly work practice such as "flextime" (Heywood et al. 2007 ). Yet, when the worker is being flexible as happens with short intensive hires or on call and agency relationships it is identified as a "flexible staffing arrangement" (Gramm and Schell 2001; Houseman 2001) . The probability that the firm's cost minimizing work arrangement and the workers' utility maximizing work arrangement coincide is essentially zero. 4 Thus, competition in product and labor markets should generate a wage that is higher if the agreed upon arrangement more closely mirrors that desired by the firm and that is lower if the agreed upon arrangement more closely mirrors that desired by the workers.
Given the natural heterogeneity in the cost for firms to provide flexibility to workers, a hedonic equilibrium should develop in which employers with higher costs in providing workers flexibility retain flexibility for themselves (flexible staffing arrangements) and pay higher wages (Duncan and Stafford 1980 Baughman et al. (2003) show that employers unable to provide scheduling freedom to employees pay significantly higher entry wages. Using representative UK data, Heywood et al. (2007) demonstrate the existence of sizable negative wage differentials both for more generous leave policies and for providing employees choice over working hours. Thus, when the firm retains flexibility in assigning work effort, wages are higher, and when workers gain favourable flexible arrangements wages are lower.
Yet, the fundamental concern that workers may face with flexible staffing arrangements is that the firm's flexibility includes greater termination rights. In short, workers enjoy far less job security and it is known that workers value job security all else equal (Theodossiou and Vasileio 2007) . However, the basic insight made by Deardorff and Stafford (1976) remains. If the firm retains the flexibility to terminate more easily, the earnings required to encourage a worker into such an arrangement must be greater. This receives empirical support from Li (1986) and Heywood (1989) who each show that in representative US samples higher unemployment risk is compensated for with higher earnings.
The point of reviewing empirical evidence is not to suggest that these relationships are taken for granted. Instead, they indicate only that there exists some support for the prediction from theory that flexibility over worker effort is something that both firms and workers value and that it is reasonable to think about a hedonic market in which this flexibility is exchanged in the labor market for an implicit price. Thus, our initial suggestion from theory is that job satisfaction should not differ greatly between otherwise equal workers in traditional and in "flexible staffing" contracts.
While workers may not like such contracts, they should be compensated either by earnings or other work dimensions for taking them.
Having drawn this suggestion we are quick to emphasize that it follows from an assumption of active competition between workers and firms across different types of contracts. If workers in flexible staffing contracts are not able to find alternative contracts and are somehow crowded into a limited labour market that consists of only flexible contracts, this suggestion is unlikely to hold. Instead, it may emerge that flexible staffing contracts are associated with lower job satisfaction. Beyond informing the theory, would be of interest in its own right as consistently lower job satisfaction is associated with the intention to leave a worker's current employment situation (Antecol and Cobb-Clark 2006 and Clark 2001) .
As is often the case, researchers in management have explored this issue but have not used either representative surveys of the workforce or the established set of job satisfaction determinants common in work by economists. Moreover, the conclusions from this work are mixed with flexible staffing arrangements associated with greater satisfaction in some studies and reduced satisfaction in others (Connelly and Gallagher 2004) . What does emerge, and what fits with our emphasis on the role played by active competition, is the importance of worker volition. Simply put, workers express greater job satisfaction when they view their contingent work as a choice rather than resulting from a lack of alternatives (Krausz et al 1995; Ellingson et al 1998 are not large. Women are much more likely to be employed part-time than men.
In Table A2 , we provide summary statistics for selected covariates split according to contract type. Across a number of dimensions workers on fixed term contracts are broadly comparable to permanent employees. All other flexible workers have 5 Prior to 1999, flexible contracts were grouped into seasonal/temporary job and contract/fixed time contract. As we will demonstrate later, this type of grouping obscures marked variations within subgroups of flexible contracts. 6 Identified as employees who have usual work hours of less than 32 a week.
markedly lower average weekly wages (particularly casual employees) and are less likely to be unionised, work in the public sector, hold a position with a managerial or supervisory role or work in a large firm when compared to permanent employees.
Finally, we report worker separation rates by contract type. It is clear that all forms of flexible employment contracts are associated with higher separation rates than permanent contracts.
All job satisfaction questions in the BHPS are reported on a 7 value Likert scale, 1 being the least satisfied, 7 the most satisfied. At different times a variety of job satisfaction questions have been included in the BHPS but for the period in which the more detailed flexible contract type information is available, five job satisfaction questions are available. These include overall job satisfaction, satisfaction with pay, satisfaction with hours worked, satisfaction with job security, and satisfaction with the work itself. We further restrict our sample to those individuals aged 20 to 65 and exclude the self-employed. This yields an unbalanced panel of 10,001 individuals. Table 1 presents the mean satisfaction level for overall satisfaction and each of the dimensions. It does so for workers on permanent contracts and each of the five alternative contracts. As the averages make clear, the workers on permanent contracts do not routinely report the greatest satisfaction. Indeed, they rank third in overall satisfaction, fifth in satisfaction with hours and fifth in satisfaction with the work itself. Workers on permanent contract do rank first in satisfaction with job security and their advantage in satisfaction in this dimension is enormous.
Following past research, the values of job satisfaction are fitted to the cumulative normal distribution through ordered probit estimates (see Clark and Oswald 1996 and Clark 1997 among many others). The ordered probit estimation follows appropriately when the dependent variable has a natural ordering, such as from least to most satisfied (see McKelvey and Zavonia 1975 for details) and can be used to predict the probability of reporting each value for job satisfaction for variation in the values of the independent variables.
INITIAL EVIDENCE: ARE FLEXIBLE WORKERS LESS SATISFIED?
This section presents the initial estimations of the relationships between contract type and job satisfaction. Throughout the paper estimates are presented separately for males and females. Separating the estimates follows from both the routine finding of separate job satisfaction regimes for men and women (Clark 1997) and from tests within our own sample rejecting the hypothesis of a common set of coefficients.
INSERT TABLE 2   Table 2 presents pooled ordered probit estimates of the impact of flexible employment contracts on job satisfaction split by gender. Standard controls for personal and work characteristics are included and reported. Agency and casual work are associated with lower job satisfaction for both men and women, as are fixed term contracts although this effect is only statistically significant for women. The category of other flexible working contracts is associated with a marginally significantly lower job satisfaction for women. There is no indication of a statistically significant relationship between seasonal work and job satisfaction, whilst part-time work actually appears to increases job satisfaction for men. Other personal and workplace characteristics conform to the signs and significance reported in numerous other studies that estimate job satisfaction models using the BHPS (see for instance Clark and Oswald, 1996; Green and Heywood, 2007) .
The estimates in Table 2 hold constant earnings that according to theory may vary to compensate for undesirable contract characteristics. Thus, we re-estimated the specifications omitting wages as a control. Yet, allowing earnings to vary, the estimates of flexible employment contracts on job satisfaction remain unchanged in terms of sign and significance. This suggests that workers on casual and agency contracts do not receive sufficient financial compensation to offset the undesirable characteristics of these employment contracts.
The estimates in Table 2 may still not be reliable if that they rest upon unrealistic comparisons. Flexible employment contracts are much less common in certain employment settings, such as the public sector or unionised workplaces. Furthermore, when they are used in such settings, the lower levels of job security may be mitigated by the higher overall levels of job security associated with these forms of employment. Thus, estimating the true effects of flexible employment contracts on job satisfaction may require more standardization of the workplaces being examined.
INSERT TABLE 3.
To investigate this we re-estimate the models in Table 2 excluding workers in the public sector and those who are union members. These are reported in the first panel of Table 3 . The key change is that females in non-unionised, private sector work are significantly less satisfied with fixed term contract work, an effect that was not apparent in the full sample. This effect is of a similar magnitude to the effect of agency work on job satisfaction for females. There are, however, no marked changes for males. We further limit the estimations to only those workers in lower skilled occupations as they may be a more homogenous group of workers facing more similar choices between contract types. As reported in panel 2 of table 3, this restriction does not materially affect the pattern of sign and significance of flexible working contracts on male job satisfaction. The negative impacts of agency and casual work are, however, no longer statistically significant for women.
INSERT TABLE 4 Another issue is that flexible working contracts are likely to be associated with other workplace and contract characteristics. For instance, they may involve a higher likelihood of non-standard working hours, and may differ in access to other alternative working arrangements such as flexitime. We include a range of additional controls for different working conditions into the base models reported in Table 2 .
These controls include, whether the individual receives annual incremental wage increases, whether there are promotion opportunities in the current job, and whether they work non-standard hours (shift work, night work and other non-standard hours).
We also include controls for a variety of alternative working arrangements such as the provision of flexitime, annualised hours, term time working and job sharing. All of these working conditions are likely to be correlated with flexible working contracts, and may affect job satisfaction. These estimates are provided in Table 4 . While a number of these controls have markedly significant effects on worker job satisfaction, there inclusion does not change the pattern of sign and significance of flexible working contracts on job satisfaction.
Critically, workers are likely to sort into working arrangements in a non-random manner. Hence, the relationship observed between job satisfaction and flexible working arrangements may be biased by unobservable characteristics that influence both the propensity to be in flexible working contracts and the level of job satisfaction. At an extreme, inherently unsatisfied workers may sort into flexible contracts rather than permanent contracts lowering the apparent job satisfaction.
Alternatively, unmeasured worker characteristics such as lower initiative or ability may be correlated both with lower job satisfaction and with working in flexible contracts. We investigate these possibilities by re-estimating individual fixed effects ordered probit versions of the models reported in Table 4.   7   INSERT TABLE 5 .
These estimates are reported in Table 5 and depend only on the variance within worker across years. In other words, they follow from observing a given worker changing status into and out of flexible contracts. For males, these estimates suggest that the negative effects of agency and casual work contracts on job satisfaction reported in Table 4 are robust to worker sorting between contract types. For females, worker sorting appears to play a more marked role. While casual work and "other" flexible contracts continue to be significantly associated with lower job satisfaction, agency work is no longer associated with significantly lower levels of job satisfaction, and the negative effect of fixed term contracts just misses statistical significance at the 10 percent level. Part-time work is no longer significantly associated with higher job satisfaction for males, but there is now evidence of a positive influence of part-time work for females. Finally, once individual fixed effects are included seasonal work is associated with significantly higher levels of job satisfaction for females, an effect that was not apparent in the cross-sectional estimates. On balance, accounting for fixed effects tends to suggest that flexible staffing has more modest and even some contradictory effects for women. This is important given that a large majority of workers on flexible contracts are women (see Table A2 ).
The sum of the evidence provided in this section suggests that seasonal work, part Similarly there is a distinction between the impact of flexible work on satisfaction with hours worked both conditioned and not conditioned on actual hours. In both cases, the conditional estimate reveals flexible work contracts effect worker satisfaction with how the pay level (number of contracted hours) is determined holding pay (hours) constant. The unconditional estimate is a combination of this effect along with the overall impact of flexible work on pay and hours. Satisfaction with security reveals employee reaction to the lower job security that is likely to be associated with flexible contracts. We will estimate the determinants of satisfaction with security both with and without a control for earnings to again examine the possibility of compensating differentials. Finally, examining satisfaction with the work itself provides some indication of any link between flexible working contracts and poorer quality jobs.
INSERT TABLE 6B
Estimates of these models are presented in Table 6 and the unconditional estimates of satisfaction with pay, hours and job security are reported in Table 6b . For males, four of the six flexible contracts are associated with greater satisfaction with pay. Fixed term contract work and part-time work even take significant positive coefficients.
These significant effects remain once controls for pay are omitted. For females, five of the six flexible contracts take positive coefficients with fixed term contracts and "other" flexible contracts being significant. While the unconditional estimates generate more negative coefficients, there are no significant negative coefficients for either males or females in either the conditional or unconditional estimates. In short, there is no evidence that the diminished overall job satisfaction associated with flexible contracts (especially casual and agency contracts) results because of lower satisfaction with pay.
Satisfaction with hours presents a somewhat more mixed pattern. Men seem less satisfied with the hours associated with agency work but the satisfaction of women does not seem influenced by agency work. Casual work diminishes the satisfaction with hours for women but not for men. Men report greater satisfaction with the hours associated with "other" flexible contracts. The reaction to part time work seems to vary by gender. In the unconditional estimates both genders express greater satisfaction with hours when working part time. Even given the mixed pattern, we conclude there is no compelling evidence that dissatisfaction with hours pay drives the lower overall job satisfaction.
While there is evidence in Table 6 that agency work may be associated with reduced satisfaction with the work itself, it stands alone in this regard. By far the most dramatic evidence emerges in the estimated satisfaction with job security. Every flexible contract type except part time employment is associated with large and statistically significant reductions in the satisfaction with job security. This is true for both women and for men. This emerges as the strongest and most consistent result from examining the facets of job satisfaction. This does not appear to be affected in sign and significance by removing a control for wages (Table 6b ). Furthermore, it is evidence that is largely repeated in the fixed effect estimates, as shown in Table 7 , and so is unlikely to emerge from sorting. These estimates suggest that virtually all types of flexible contracts are associated with lower satisfaction with job security.
Moreover, it appears that it is the dissatisfaction with job security that drives the overall dissatisfaction associated with casual and agency contracts. Table 7 does suggest that some of the cross section results do not persist. The negative effects of flexible working contracts on satisfaction with job security remain as stressed but the negative effect of agency work on satisfaction with work itself is no longer apparent. This, combined with a lack of statistically significant negative effects for other contract types on satisfaction with work itself, leads us to conclude that there is no evidence that flexible working contracts are associated with intrinsically lower quality jobs again pointing us back to the role of job security. The positive effect on pay satisfaction of part-time work (for males) and other flexible contracts (for females) reported in table 6 are not robust to the inclusion of individual level fixed effects.
INSERT TABLE 7
We have emphasized a substantial role for job security as a determinant of the negative effect of flexible employment contracts on overall job security revealed in Section 4. The strength of this finding causes one to wonder if any forms of flexible contracts would be associated with lower job satisfaction if job security were held constant. Put differently, it could be the case that differences in job security between permanent and flexible contracts fully explain the lower satisfaction reported in agency and casual contracts. To explore this we re-estimate the models of overall job satisfaction reported originally in Table 5 , controlling for the individual's satisfaction with job security. Results from this exercise are reported in Table 8 .
INSERT TABLE 8
All of the coefficients on the different types of flexible contracts are positive for both genders. The results strongly suggest that conditional on satisfaction with job security, males are more satisfied with most types of flexible work and indifferent to casual contracts. For females seasonal and casual work have no statistically significant effect on job satisfaction. As a consequence, we have greater belief in our conclusion that it is dissatisfaction with job security that drives the overall result that workers dislike some types of flexible staffing arrangements such as agency and casual contracts.
Thus, if one holds constant satisfaction with the job security, most of the other flexible contracts (seasonal, fixed, other) look desirable. Overall satisfaction in these contracts is greater. When combined with the tenor of the earlier cross-sectional and fixed effect estimates, this provides partial support for the hypothesis from Section 2.
The lack of job security lowers overall satisfaction but is offset by other characteristics such that there was little or no difference in on-the-job utility between permanent contracts and these flexible contracts. This suggestion is repeated when holding satisfaction with job security constant makes these types of contracts desirable.
While 
V. CONCLUSION
We began with a suggestion that if most workers have a choice between permanent and flexible contracts, wage differentials will develop to create roughly similar onthe-job utility between the two types of contracts. We tested this hypothesis using data from the BHPS and found rather mixed results. First, some types of flexible contracts do seem to be associated with similar levels of job satisfaction. We could not confirm a routine and sizeable difference between permanent contracts and those that are seasonal, of fixed duration or are part time. Thus, on balance, it would appear that examining these types of contracts supports the suggestion. On the other hand, we found routine and large reductions in job satisfaction associated with agency contracts and casual contracts. The reductions associated with these types of contracts persisted across attempts to refine our comparison sample, vary our specification and control for worker fixed effects.
By examining different facets of satisfaction, it was revealed that all types of flexible contracts were associated with reduced satisfaction with job security. This was perhaps not surprising given the markedly higher separation rates, when compared to permanent contracts, associated with all types of flexible contracts. Controlling for the lower level of satisfaction with job security caused the overall satisfaction results to change dramatically. Those types of contracts that previously had little effect on overall satisfaction (fixed, seasonal and part time) all emerged as associated with greater job satisfaction. This supports the notion that although flexible contracts provide less satisfaction with job security, other aspects of the job compensate so that overall satisfaction appears similar. Those types of contract that previously reduced overall satisfaction (agency and casual) emerged with mixed and even insignificant coefficients once controlling for satisfaction with security. These results suggest that, in essence, the lower overall job satisfaction associated with agency and casual work is due to employees on these contracts experiencing lower satisfaction with job security that is not offset by other job characteristics.
The persistence of lower satisfaction for these two types of contracts could suggest that the basic building block of the notion of compensating differences may not apply.
The majority of workers accepting agency and casual work may not have choices of permanent contracts. They may be crowded into these types of flexible contracts. A remaining intriguing puzzle for future research is why this appears to be the case for some types of flexible contracts but clearly not others. Controls included but not reported; industry, occupation, region and year dummies. Robust standard errors clustered at the individual level. *,**, *** indicate statistical significance at 1%, 5% and 10% level, respectively. 
